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The St. Lawrence Seaway and New England 


About the Spring of 1959, deep-water ships can begin sailing from the Atlantic to 
ports in the heart of the North American continent. Completion of the St. Lawrence 
Seaway will terminate forty years of struggle and debate. 

Much New England opinion has opposed the Seaway. This region, so it was ar- 
gued, would be required to deliver tax revenues for a project which would work seri- 
ous damage to New England’s interests. As the Seaway nears a reality, the validity 
of this gloomy forecast seems more in question. 

Depletion of Mesabi iron ores during World War II, and the development of al- 
ternative supplies in Labrador and elsewhere, undoubtedly strengthened the argu- 
ments for a deeper waterway into the Great Lakes to feed the steel mills around them. 
But it also seems true that opposition to the Seaway has grown less intense in the 
postwar period. Viewed against the enormous surge of industrial development of the 
past ten years, a competing water route now appears less of a bogey than it did in the 
1930’s. Considering the nature of New England’s transport system and industries, 
a completed Seaway can of itself hardly work any great change either in the region’s 
existing position or its prospects for the future. 
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A deeper St. Lawrence water route might threaten 
New England’s prosperity for either of two reasons. 
First, were it true that her railroads and ports de- 
pended heavily on through traffic flowing between 
the Great Lakes and Midwest regions on the one 
hand and foreign countries on the other, then any 
major diversion of this traffic to the Seaway would 
be a calamity for the railroads and ports, and for 
industries supplying them. 

Yet this would be less catastrophic than if New 
England’s industrial advantage rested solely upon 
the availability of waterborne raw materials, with 
the Great Lakes offering in all other respects more 
attractive industrial sites. The Seaway’s opening 
might then present New England with the prospect 
of large-scale industrial emigration. 

Fortunately, neither of these situations holds 
true. The New England Governors’ Committee on 
Public Transportation, which has just published a 
report on the Seaway, has performed a useful serv- 
ice in analyzing the nature of its probable impact 
upon New England. * 

This report includes a study by Professor Sargent 
Russell of the University of Massachusetts. Profes- 
sor Russell concluded that the bulk of the freight 
handled by New England’s railroads and ports has 
a local origin or destination. The railroads in this 
region are no longer large-scale carriers of goods 
between New England ports and the Great Lakes. 
For some years, such traffic has tended to by-pass 
New England. The most important single reason, 
almost certainly, is a set of freight rates working to 
the disadvantage of shipments through the Port of 
Boston. Freight moving either through Montreal 
to the north or through Baltimore or many other 
such ports to the south has the advantage of lower 
rates. A differential of only one or two cents per 
hundred pounds is enough to settle beyond question 
the route for enormous quantities of freight. 

New England’s transport system has never car- 
ried, or else it has already lost over the years, much 
of the traffic which it was said a completed Seaway 
would divert. This is not to say that some further 
losses are not possible; and even small traffic losses 
would aggravate an already-painful problem of in- 
sufficient volume for Boston especially. Grain traffic 
losses are viewed with particular concern. Only a 
tiny fraction of the eastward flow of North American 
grain now passes through Portland and Boston. 
But it is sufficient to offer a “bottom cargo” for 
ships to carry on the return journey, hence is an 
inducement for them to call. 

A completed Seaway will undoubtedly compli- 
cate to at least some degree the task of the port 
officials who are determined to restore to the New 


*“The St. Lawrence Seaway and New England,” a report 
to the New England Governors’ Conference by the New 
England Governors’ Committee on Public Transportation, 
1137 Statler Office Building, Boston, Mass. 
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England ports a satisfactory level of business. Yet 
the Seaway should not be regarded as the critical 
element in appraising the future of these ports. 
There are limitations upon water routes generally, 
and upon the St. Lawrence in particular, which 
must be recognized in appraising the function which 
this new route will perform. 

Although closest to the New England route, the 
Seaway is only one of a considerable number of 
paths by which freight may move between the At- 
lantic and the North American interior. The future 
distribution of traffic among those routes will in 
large measure be governed by the freight rates 
applying thereto. Here, a hard-fought and pro- 
tracted struggle is already in prospect. The recent 
action of the northeastern railroads to equate Bos- 
ton and New York export-import rates with those of 
Philadelphia and Baltimore is the opening move in 
a battle which may ultimately involve railroads and 
port authorities from Chicago to New Orleans. 

The southerly and Gulf ports are well aware that 
much of their growing business has been attracted 
by rates lower than those prevailing on the northern 
routes; they must inevitably be drawn into any 
rate struggle. The Great Lakes ports know equally 
well that some favorable rate changes are needed 
if the Seaway is to become an important general- 
cargo route. The Interstate Commerce Commis- 
sion, arbiter of such inland rates, has a busy and 
difficult time in prospect. 

The stakes at issue in this struggle are very great. 
To attract more business, the New England ports 
must offer more frequent direct sailings. But New 
York, Philadelphia and Baltimore, already con- 
scious of the competition of more southerly ports, 
let alone that of the Seaway, can be expected to 
bend every effort toward maintenance of their posi- 
tions. New England’s ports would be aided if they 
handled more of the traffic originating in this re- 
gion. But the current traffic deficit lies especially in 
exports; and there is some evidence to indicate that, 
even after eliminating incoming fuel tonnage, New 
England cargoes weigh most heavily on the import 
side. 

The Seaway, then, cannot properly be consid- 
ered as the dominant factor in the future of New 
England’s railroads and ports. It is simply one new 
element in a complex and continually-changing 
pattern within which this region’s transport sys- 
tem operates. : 

Nor is the Seaway likely to be important in 
influencing New England’s future as an industrial 
site. A deeper waterway from the Atlantic may 
encourage establishment or growth of a few indus- 
tries in the Great Lakes area. But to the majority of 
manufacturing firms, New England firms included, 
water transport is unimportant — in fact, it is no 
longer especially attractive — where an alternative 
transport form exists. The decline of coastal ship- 
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ping illustrates this point. Prior 
to World War II, a dozen or 
more general-cargo shipping 
lines plied between the U. S. 
Atlantic and Gulf ports. Today, 
they have almost all vanished, 
their business lost to railroads 
and to trucks. Today’s coastal 
shipping hauls almost entirely 
such bulk commodities as petro- 
leum and coal. The Seaway’s 
primary function will be similar. 
A reliable source has estimated 
that three-quarters or more of its 
tonnage will comprise grain, iron 
and non-ferrous ores, petroleum, 
coal and wood pulp. 

There can still be room in the 
Welland and St. Lawrence locks 
for a considerable volume of 
overseas general cargo. But it 
must be funneled through during 
two-thirds of the year. From 
December through March, the 
Seaway will be icebound. The 
route cannot be expected to yield 
spectacular savings in transport 
costs. In fact, it is sometimes diffi- 
cult to see why the Seaway 
should greatly influence the 
Great Lakes area as an industrial 
site. By comparison with the considerable advan- 
tages already possessed by the Great Lakes region, 
the Seaway does not appear as such an important 
development. Its real significance may prove to 
have been indirect. By exciting the region’s imag- 
ination, it has served as a rallying-point for Great 
Lakes interests and set off a widespread drive 
toward industrial development. 

Professor Russell, in the study cited earlier, found 
only a very few instances in which the Seaway 
seemed to carry weight in the choice of an indus- 
trial location and in which the possibility of an 
adverse effect on New England was also involved. 
In sugar refining and hard fiber processing, it has 
been suggested either that additional capacity 
might be built in the Great Lakes area rather than 
in New England, or else that an existing New Eng- 
land plant might even be transferred to such an 
inland location. Professor Russell found the evi- 
dence to be far from conclusive in either case. Any 
such decision, he pointed out, would have to take 
into account a complex set of factors, of which the 
Seaway was but one element. 

This suggests the same conclusion indicated 
earlier in this article with respect to New England’s 
railroads and ports. The impact of the Seaway, 
whether upon this region’s transport system or 
upon its industry taken as a whole, cannot be 
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viewed as an isolated phenomenon. It is simply one 
new element in a pattern of continuing change. To 
any region with such an enviable and well-estab- 
lished position as New England, change is a 
perennial threat. The ability to respond to this 
challenge is a measure of the region’s vitality. 

It has been suggested that the Seaway might 
redound to New England’s advantage by providing 
an all-water route to the interior. But land connec- 
tions are already good, and the water route is so 
much longer that not even the development of roll- 
on-roll-off trailer-carrying ships seems at present 
likely to make its development feasible. 

Yet if the Seaway makes any significant contri- 
bution to development of the Great Lakes area, 
whether in the United States or in Canada, New 
England can hardly but benefit from growth in 
regions which are good customers for New England 
products. It would be unwise to assume that there 
can be only a fixed total of goods to be produced or 
of freight to be carried, so that a Great Lakes gain 
can only mean a New England loss. It is difficult to 
reconcile any such argument with the growth in in- 
vestment, income and output throughout the United 
States and Canada over the past ten years. The Sea- 
way may not prove a very important factor in the 
lives of most New Englanders, but in the long run 
the gains it brings may outweigh the losses. 








One of the largest manganese deposits in the 
United States is located in Aroostook County, 
Maine. But like all domestic manganese deposits, 
it compares very poorly with the high quality ores 
found in such places as the Soviet Union, India, 
the African Gold Coast, Brazil, and the Union of 
South Africa. The ores in these countries often 
contain from 30-50 per cent manganese and need 
only the simplest type of treatment before they can 
be used in industry. The larger American deposits 
do not contain more than 15 per cent manganese 
(most of them contain much less) and they usually 
require a much more costly type of beneficiation 
before they can meet industrial requirements. As a 
result, foreign manganese ores are now being deliv- 
ered to centers of consumption in this country at 
roughly one-half the cost of upgraded domestic ores. 

These few facts might make it appear that do- 
mestic deposits such as those in Aroostook County 
are not commercially valuable. However, the prob- 
lem is complicated by two factors. First, manganese 
is a vital ingredient in the steel industry and is there- 
fore an important strategic metal. Also, new proc- 
esses are being developed which may radically cut 
the cost of manganese produced in this country. 


Manganese — A Strategic Metal 

Between 10 and 15 pounds of manganese are 
used in the manufacture of every ingot ton of steel. 
It purges the sulfur which would otherwise mix with 
the steel and weaken it. Steel made without man- 
ganese would be unworkable — it would crumble 
when forged or rolled. 

For obvious strategic reasons, therefore, the Fed- 
eral government has long been concerned that the 
supply of manganese might be cut off during a 
future war or emergency. About two-thirds of the 
known reserves of manganese in the world are 
located behind the Iron Curtain and many of the 
remaining deposits are in such far-away countries 
as India, the African Gold Coast, and the Union 
of South Africa. The fact that it takes from four to 
six weeks for ore-trading vessels to travel from the 
United States to these countries would make these 
ships highly vulnerable to enemy attack. 

One method of arranging for a more dependable 
supply would be to develop the large and high grade 
ore deposits found in Brazil and to a lesser extent 
in Mexico in this Hemisphere. The U. S. govern- 
ment has assisted the development of one large 
Brazilian deposit through an Export-Import Bank 
loan and a purchase contract. Unfortunately, the 
availability of ore in Brazil must be partially dis- 
counted because of the vulnerability of ocean trans- 
portation. This leaves only Mexico as a relatively 
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safe source of supply in any future emergency and 
it could not supply all the present-day import needs 
of this country. 

A second source of supply in any future emer- 
gency would be this country’s strategic stockpile. 
The Federal government has been accumulating 
manganese ore off and on ever since 1942. The 
quantity of ore in the national stockpile is classified 
information, but it is known that it could supply 
the needs of the country during any short interrup- 
tion of foreign supplies. 

The question naturally arises about an emer- 
gency lasting for many years. Where would the 
United States garner its supply of this all-impor- 
tant metal in such a situation? 


Domestic Production 


One answer to the problem of assuring the nation 
a supply of strategic manganese is the develop- 
ment of domestic deposits based upon price supports 
and/or new technology. In recent years, the Federal 
government has maintained several price incentive 
programs. The most important of these — the “‘car- 
lot program’ — is still in effect today. Under this 
program, the government agrees to pay a relatively 
high price for relatively high quality ore in carload 
lots at any railroad station in the country. How- 
ever, the guarantee is a government commitment 
to purchase only from small producers and it is 
scheduled to terminate June 30, 1958. Asa result, it 
provides no real incentive for the potential large 
producer of manganese who needs to spend large 
amounts on capital equipment which would have 
to be amortized over a period of many years. Never- 
theless, the domestic manganese program has in- 
duced the production of a tonnage equivalent to 
about 10-12 per cent of the total manganese con- 
sumption of this country in recent years. These 
domestic ores are produced primarily in the states 
of Nevada, Montana, Virginia, Arkansas and Ten- 
nessee. Unfortunately, much of this ore does not 
meet industrial standards and is, therefore, kept in 
government stockpiles. 

One of the largest potential sources in this coun- 
try is the recovery of the manganese contained in 
the open-hearth slags thrown away at steel mills. 
If all possible slag were processed each year to 
recover manganese (and possibly iron and other 
by-products) over half of the nation’s manganese 
needs would be supplied. Unfortunately, many 
metallurgists believe that manganese recovered in 
this fashion would cost somewhat more than an 
equivalent amount of manganese ore purchased in 
the world market at present-day prices. Further- 
more, one of the major requirements of any such 
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recovery process would be huge 
quantities of industrial coke for 
smelting the slag. During a na- 
tional emergency, industrial coke 


AREAS OF MANGANESE DEPOSITS 


AROOSTOOK COUNTY, MAINE 





would very likely be in short 
supply. Thus, if a recovery 
process was chosen to assure a 
stable supply of manganese for 
this country in an emergency, 
the recovery plants and the ad- 
ditional coke oven capacity 
would have to be built before the 
emergency actually occurred. In 
order to induce industry to build 
these facilities, the Federal gov- 
ernment would likely be forced 
to make long-term price guaran- 
tees for the manganese produced. 

To date, the Aroostook 
County, Maine, deposits have 
not been developed by any com- 
mercial mining operation. As the 
following table indicates, the 














Maine deposits are large and 





SOURCE: MANGANESE DEPOSITS OF AROOSTOOK COUNTY, MAINE, MAINE GEOLOGICAL SURVEY BULLETIN 4. 








contain a high percentage of 
manganese compared with other large domestic 
deposits. 

But the manganese in Aroostook County deposits 
is bound up with iron, phosphorous and silicious 
minerals. The manganese fraction cannot be liber- 
ated by conventional physical processes and some 
type of chemical or smelting process appears to be 
the best alternative for beneficiating this ore. There 
are several such processes which have been pro- 
moted and it is hoped that some of these can be de- 
veloped to produce by-product iron in addition. 
Recently the Federal government signed a $243,000 
contract with an independent research organiza- 
tion to continue the operation of a pilot plant in 
New Jersey which is experimenting with the Maine 
ores. 

It should be emphasized, however, that other 
beneficiation methods are being experimented with 





THE 11 LARGEST MANGANESE 
DEPOSITS OF THE UNITED STATES’ 


(Tonnages and grade are in most instances crude estimates, not based on 
extensive exploration) 

















Metallic Average 
District Raw os Manganese Grade 
Lee (in tons) (per cent) 
South Dakota, Chamberlain 
Rr 2,500,000,000 45,000,000 1-2 
MAINE, AROOSTOOK 

COUNTY. csatessces 314,000,000] 28,000,000 9 
Minnesota, Cuyuna Range . 500,000,000 25,000,000 a 
Arizona, Artillery Peak.... | 195,000,000} — 7,500,000 4+ 
North & South Carolina, 

Gaffney-Kings Mountain. 25,000,000 1,000,000 3-4 
Montana, Butte District .... 5,000,000 700,000 14 
Colorado, Leadville District 4,000,000 600,000 15 
Nevada, Three Kids District. 5,000,000 500,000 10 
Nevada, Pioche District. . . . 4,000,000 400,000 10 
Montana, Philipsburg District 800,000 180,000 99.5 





1Exclusive of open-hearth slags. 
Source: Bureau of Mines, U. S. Department of Interior. 
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on several kinds of manganese ores throughout this 
country and in Canada. 

The laboratory results from many of these experi- 
ments have been very encouraging, but to date no 
commercial plant has been established. However, 
several groups in this country and Canada have 
recently claimed that they are perfecting processes 
which will permit domestic deposits, such as these 
in Aroostook County, to compete with foreign ores 
under present supply and demand conditions. 

Unfortunately, the world market price for man- 
ganese ores fluctuates widely, depending upon the 
demand from the steel industry in this country and 
the supplies which are released from the Soviet 
Union and other countries. Thus market risk con- 
siderations may prevent the development of do- 
mestic deposits unless the Federal government 
makes a basic decision that a going manganese in- 
dustry is essential for national defense. If it does, 
and makes long-term price commitments for man- 
ganese, the Maine deposits have much to recom- 
mend them. They contain a high percentage of 
manganese compared to other large deposits in the 
United States, they are closer to major centers of 
consumption than are some western deposits, and 
there is a good possibility that by-product iron can 
be salvaged in the beneficiation process. On the 
other hand, open-hearth slag piles are located at 
centers of consumption and some western deposits 
involve less costly mining operations, and may be 
somewhat easier to concentrate. 

Under all circumstances, however, the man- 
ganese deposits in Maine provide a valuable reserve 
in the event of a prolonged national emergency. 
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Capital Expenditures in Massachusetts: 
PLANS HIGH FOR 1957-1960 


An increasing number of business concerns are 
engaging in long-term planning of capital outlays. 
This kind of forward planning tends to level out 
peaks and valleys in capital spending. It also 
provides some guidelines to prospective trends in 
capital outlays. The 1956 Capital Expenditure 
Survey, reported in the June Business Review, 
revealed that Massachusetts manufacturers plan 
a 21% increase over 1955 spending this year. 
Their responses also indicate the extent and nature 
of their capital expenditure plans for years be- 
yond 1956. 

Manufacturers plan a very high level of capital 
outlays in the 1957-60 period in Massachusetts. 
Preliminary reports from concerns able to give 
figures suggest about a 40 per cent higher level of 
spending in 1957 than in 1956. Estimates for 1958 
indicate some reduction from the 1956 level but 
larger expenditures than in 1955. The relatively 
small number of manufacturers that have formu- 
lated plans for 1959 and 1960 expect to spend 
nearly as much in these years as they actually 
spent in 1955. 

Plans for years after 1956 are highly tentative. 
Even the 1956 plans may be changed considerably. 
But viewed in relation to patterns of capital ex- 
penditure planning in the past, the preliminary 
estimates for the future indicate a sustained high 
level of capital spending in Massachusetts. 


More Large Companies Plan Ahead 

Only 81 firms, nine per cent of the total respond- 
ing, were able to give capital expenditure estimates 
for years beyond 1956. But most of them are large 
concerns. They employ one-fourth of the workers 
in the 937 firms which participated in the survey. 
Over half have more than 500 employees. Among 
all concerns in the sample, only 17 per cent had 
more than 500 workers. Thirty-eight per cent of 
the manufacturers with over 1,000 workers pre- 
sented figures for 1957. Less than six per cent of 
the firms with fewer than 500 employees could give 
estimates for 1957. 

A larger proportion of manufacturers have for- 
mulated plans for years in the immediate future 
than for more distant years. While 68 companies 
gave preliminary indications for 1958, only 49 
already have plans for 1959. The 43 manufacturers 
able to make estimates of 1960 capital expenditures 
employ about 15 per cent of the workers in the 
reporting firms. 

Sixty-five per cent of the companies that made 
estimates for years beyond 1956 intend to spend 
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more in 1956 than they did in 1955. Among the 
companies reporting plans for 1957, 67 per cent 
expect larger outlays than in 1955. For the years 
1958, 1959 and 1960, the ratios were 52 per cent, 
57 per cent and 63 per cent. These ratios indicate 
that plans for greater expenditures are widespread 
among the relatively small number of concerns 
able to make preliminary estimates up to five years 
in the future. 

Large concerns generally have higher advance 
plans, in relation to their 1955 capital expendi- 
tures, than smaller companies. Those with between 
500 and 1,000 workers predict the biggest gain 
for the 1957 to 1959 period, followed by concerns 
with over 1,000 employees. Advance plans for 
1957 to 1959 generally fall as size of company 
decreases. Firms with less than 250 workers now 
plan to spend less in 1957, 1958 and 1959 than they 
spent in 1955. But the small number of manufac- 
turers with less than 100 workers who were able 
to give estimates for 1960 say they will spend more 
in that year than they spent in 1955. Companies 
with between 250 and 1,000 employees expect to 
spend more in 1959 and 1960 than they did in 1955, 
but companies employing over 1,000 expect some 
reduction in capital outlays in 1959 and 1960. 


Industry Plans 


A larger proportion of durable-goods manufac- 
turers than nondurable-goods producers are able 
to estimate capital expenditure plans more than 
one year in advance. Among individual industries, 
advance planning is most prevalent in the instru- 
ments, electrical equipment, paper, machinery, 
primary metals, and chemical industries. Over 
one-sixth of the firms in these industries were able 
to give preliminary estimates at least as far ahead 
as 1957. Over one-eighth of the instrument, elec- 
trical machinery, primary metal and chemical con- 
cerns had plans for five years in the future. 

Among companies able to give advance estimates, 
the largest increases in 1957 are planned in the 
machinery, miscellaneous nondurable-goods, in- 
struments, and electrical machinery industries. 

The growing practice of expanding business 
horizons by more forward planning of capital ex- 
penditures should help to improve investment tim- 
ing and reduce some waste resulting from lack of 
balance in facilities. But such advance planning 
does not insure ability to execute the investment 
plans. The projection of these business plans must 
be regarded as objectives to be sought rather than 
firm commitments. 
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New England Business Loans: 
RATES BELOW NATIONAL AVERAGE 


Interest rates in general rose substantially dur- 
ing the postwar period. Information on business 
lending supplied by member banks in surveys of 
commercial and industrial loans outstanding on 
November 20, 1946 and October 5, 1955 shows 
how the structure of rates on business loans shifted 
between these dates. Rates on larger loans rose 
more, both proportionately and absolutely, than 
rates on smaller loans, and rates in the Boston 
District continued to be significantly lower on the 
average than rates in the nation as a whole. 

Loan rates varied with the size of loan, of course, 
with average rates on loans to the largest borrowers 
being about two-thirds the average rates on loans 
to the smallest size category. Larger borrowers 
usually have access to alternative sources of funds, 
their credit ratings which reflect the risk involved 
are often higher, and the servicing cost per dollar 
of a larger loan is less. 

While the bulk of the dollar amount of loans 
outstanding in the Boston Federal Reserve District 
in 1955 carried rates from four to six per cent, rates 
on individual loans varied greatly — from sub- 
stantially less than the average to over 15 per cent. 
The aggregate average rate was 4.2 per cent, a 
level 40 per cent above the aggregate average of 
3.0 per cent in 1946. 

While the over-all average rate rose by 1.3 per- 
centage points between 1946 and 1955, rates on 
large loans increased more during this period than 
rates on smaller loans. Average rates on loans to 
borrowers with assets below $50,000 rose from 5.0 
per cent in 1946 to 5.8 per cent in 1955, a rise of 
only 0.8 of a percentage point or 16 per cent. 
During the same period average rates on loans to 
borrowers with assets exceeding $5 million in- 
creased from 2.1 per cent to 3.6 per cent, a rise of 
1.5 percentage points, or 71 per cent. 

In 1955, short-term rates in the Boston District 
were about 0.3 per cent lower than those in the 
nation, as shown in the chart and, with the excep- 
tion of the largest loans, between 0.1 and 0.2 per 
cent lower than those in the New York District 
where the center of the national money market is 
located. Exactly comparable figures are not avail- 
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able for 1946, but it appears that the spread be- 
tween short-term rates in the First District and the 
nation was about the same as in 1955, while the 
spread between rates in the Second District and 
the nation was slightly greater in 1946 than in 1955. 

Loanable funds in the Boston District are more 
plentiful relative to demand than in the nation 
as a whole. This is reflected not only in rates on 
business loans but on residential mortgage rates as 
well. Funds for financing both businesses and home 
purchases are exported from New England. 

Loan rates varied with borrower size since the 
larger borrowers typically had the larger loans. 
Within borrower size classes, rates on short-term 
loans were lower in every case than rates on loans 
with maturities exceeding a year. The spreads 
between average rates on short-term and term 
loans within borrower size classes were generally 
from 0.2 to 0.3 per cent. Since the loan survey was 
made during a period of rising rates, the spread 
between short-term loans and term rates may have 
been understated. Term loans outstanding on 
October 5, 1955 were made more than a year 
earlier on the average and thus did not reflect the 
rate rises occurring during 1955. In addition, some 
term loan commitments had been made in earlier 
periods at lower rates. 

Aggregate average rates on loans to the differ- 
ent industrial groups ranged from a low of 3.42 
per cent for sales finance companies to a high of 
5.39 per cent for construction concerns. Most of 
this variation in average rates by industries is ex- 
plained by differences in borrower and loan sizes. 
If rates paid by the different borrower size classes 
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are averaged to obtain an over-all average rate, 
most of the variation in rates among the different 
industrial groups disappears as may be seen in the 
tabulation in the opposite column. 

Even if allowance is made for differences in bor- 
rower size, some variation in loan rates among 
industries remains. Sales finance companies and 
commodity dealers still have the lowest rates. A 
partial explanation is that the loans of both groups 
are made up almost entirely of short-term loans. 
Construction continues to be the highest rate group. 
Its loans are also almost entirely short-term; thus 
the rate probably reflects a greater degree of risk. 


Note: This is the second of a series of articles summarizing 
results of a survey of commercial and industrial loans out- 
standing at member banks on October 5, 1955. 


Aggregate Averages of 
Average Borrower Size 
Rates Class Rates 
Manufacturing and mining: 
Food, liquor and tobacco 3.96 4.15 
Textiles, apparel, andleather... 4.11 4.10 
4.12 4.16 
Petroleum, coal, chemicals, and 
Be 4.40 
Other manufacturing and mining 4.15 4.24 
Trade: 
Wholesale E 4.10 
PRCA ona is oni i ainieo elec eee 4.13 
Other: 
Sales finance companies....... 3.69 
Transportation, communication 
and other public utilities..... 3. 4.57 
Construction ; 4.89 
Services s 4.26 
Real estate - 4.13 
Commodity dealers d 3.81 
Other nonfinancial........... 4. 4.03 
Total, all Dwsiness 6.6.6.6 6 cnwwanee 4.26 4.24 





Business Conditions 


Yew England nonagricultural employment rose in April 
for the fourth month. Reductions by nondurable-goods 
manufacturers were offset by strength in the nonmanu- 
facturing group, and all industries except ordnance, 
leather, and textiles were above their year-ago levels. 


Sales in New England department stores rose in April 
after dropping sharply in March with bad weather. The 
adjusted index for April equaled that of January and 
February and was three per cent above the year-ago 
level. Stocks rose six per cent above April, 1955. 


Total insured unemployment in New England dropped 
12 per cent between April and May toa point 15 per cent 
below that of a year ago. Initial claims also fell from 
— but were still three per cent above the year-ago 
evel. 


Consumer prices have risen slowly during the year. 
Wholesale prices spurted up again in May, led by in- 
creases in farm products and food costs, and were four 
per cent above a year ago. The spot-commodity index 
advanced through April, but dropped back in May. 


New England BUSINESS REVIEW 





